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OATH OR AFFIRMATION

ANNETTE LEGE swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

INVESCO DISTRIBUTORS INC
as

of DECEMBER 31 20 12 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

Ch-i
Signature

CHIEF FINANCIAL OFFICER

Title

otary Public

This report contains check all applicable boxes

Facing Page
Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

For conditions of confidential treatment of certain portions ofthisfihing see section 240.1 7a-5e3
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Report of Independent Registered Public Accounting Firm

The Board of Directors

Invesco Distributors Inc

We have audited the accompanying statement of fmancial condition of Invesco Distributors Inc the

Company as of December 31 2012 and the related notes to the statement of fmancial condition

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the statement of financial

condition in conformity with U.S generally accepted accounting principles this includes the design

implementation and maintenance of internal control relevant to the preparation and fair presentation of

statement of financial condition that are free of material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on the statement of fmancial condition based on our audit We
conducted our audit in accordance with auditing standards generally accepted in the United States Those

standards require that we plan and perform the audit to obtain reasonable assurance about whether the

statement of financial condition is free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the fmancial statements The procedures selected depend on the auditors judgment including the

assessment of the risks of material misstatement of the financial statements whether due to fraud or error

In making those risk assessments the auditor considers internal control relevant to the Companys

preparation and fair presentation of the statement of financial condition in order to design audit

procedures that are appropriate in the circumstances but not for the purpose of expressing an opinion on

the effectiveness of the Companys internal control Accordingly we express no such opinion An audit

also includes evaluating the appropriateness of accounting policies used and the reasonableness of

significant accounting estimates made by management as well as evaluating the overall presentation of

the statement of financial condition

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for

our audit opinion

Opinion

In our opinion the statement of financial condition referred to above presents fairly in all material

respects the fmancial position of Invesco Distributors Inc as of December 31 2012 in conformity with

U.S generally accepted accounting principles

February 21 2013
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Invesco Distributors Inc

Statement of Financial Condition

December 31 2012

Assets

Cash and cash equivalents 58816544

Accounts receivable

Due from affiliated registered investment companies 23947398

Commissions receivable 466237

Loan due from parent 22019234

46432869

Deferred tax assets 7663026

Other assets 958413

Total assets 113870852

Liabilities and stockholders equity

Liabilities

Due to affiliated companies 5025356

Due to dealers for distribution fees 50924204

State income taxes payable 101396

Total liabilities 56050956

Stockholders equity

Common stock $1 par value 1000 shares authorized

10 shares issued and outstanding 10

Additional paid-in capital 45129632
Retained earnings 12690254

Total stockholders equity 57819896

Total liabilities and stockholders equity 113870852

See accompanying notes
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Invesco Distributors Inc

Notes to Statement of Financial Condition

December 31 2012

Organization and Description of Business

Invesco Distributors Inc the Company is wholly owned subsidiary of Invesco Advisers Inc

IAT LI is owned by Invesco North America Holdings 1NAH which is owned by Invesco

Management Group Inc Management which is owned by 1VZ UK Limited Limited which

in turn is owned by Invesco Group Services IGS which is owned by IVZ Inc WZ the

ultimate U.S parent of the Company 1VZ is ultimately owned by Invesco Ltd publicly traded

holding company that through its subsidiaries is primarily engaged in investment management
worldwide

The Company is registered as broker-dealer in securities under the Securities Exchange Act

of 1934

The Company acts as the principal underwriter and distributor for certain affiliated registered

investment companies Invesco Funds and for certain affiliated unregistered money market

funds The Company is also the distributor of creation units for each investment portfolio of the

PowerShares Exchange Traded Fund Trusts on an agency basis

Summary of Significant Accounting Policies

Basis of Presentation

This statement of financial condition has been prepared in conformity with U.S generally

accepted accounting principles and in the opinion of management reflects all adjustments

necessary for fair statement of financial condition

Cash and Cash Equivalents

The Company has defined cash equivalents as highly liquid investments with original maturities

of three months of less Cash and cash equivalents consist of cash and investments in affiliated

money market funds

1302-1029520



Invesco Distributors Inc

Notes to Statement of Financial Condition continued

Summary of Significant Accounting Policies continued

Transactions With Affiliated Companies

Fund Distribution Costs

The Company has entered into an agreement with Management whereby Management provides

funding to the Company for payment of Class and Class share commissions Management
obtains the rights to certain future income to be generated by the Class and Class shares

under the respective funds Rule 12b-1 plan provisions and contingent deferred sales charge

provisions for purchase price equal to percentage of the price at which each Class and

Class share is sold Such transactions occur daily and have been accounted for as sale

transactions in accordance with ASC Topic 946-605 Financial Services Investment Companies
Revenue Recognition

Due to Affiliated Companies

Short-term borrowings from affiliates are unsecured and are payable on demand The balance

consists primarily of intercompany funding from IVZ as well as other intercompany payables

Loan Due From Parent

The Company entered into an intercompany loan agreement with IA on September 29 2011 As
of December 31 2012 the company has executed $22000000 of loans under this agreement
Executed loans under this agreement are unsecured bear interest at rate of 2% per annum and

are payable on demand The expiration date of the current agreement is September 29 2013

Interest receivable of $19234 is included in the Companys statement of financial condition

Income Taxes

For federal income tax purposes the Companys income is included in the consolidated income

tax return filed by IVZ Federal income taxes are calculated as if the Company filed on

separate-return basis and the amount of current tax or benefit calculated is either remitted to

or received from JVZ The amount of current and deferred taxes payable or refundable is

recognized as of the date of the financial statements utilizing currently enacted tax laws

and rates

1302-1029520



Invesco Distributors Inc

Notes to Statement of Financial Condition continued

Summary of Significant Accounting Policies continued

The Company records deferred tax assets relating to temporary differences in the recognition of

compensation cost for book versus tax purposes Pursuant to ASC Topic 718 Compensation
Stock Compensation the Company records the realized benefits/deficits of tax return

deductions in excess of compensation cost recognized as an increase/decrease to additional paid

in capital and an offsetting reduction in income taxes payable

The Company recognizes and measures its unrecognized tax benefits in accordance with ASC
Topic 740 Income Taxes Under that guidance the Company assesses the likelihood based on

their technical merit that tax positions will be sustained upon examination based on the facts

circumstances and information available at the end of each period The measurement of

unrecognized tax benefits is adjusted when new information is available or when an event

occurs that requires change The Company does not have any unrecognized tax benefits as of

December 31 2012

Use of Estimates

The preparation of the statement of fmanciail condition is in conformity with U.S generally

accepted accounting principles requires management to make estimates and assumptions that

affect the reported amounts of assets and liabilities and disclosure of contingent assets and

liabilities at the date of the statement of fmancial condition Management believes that the

estimates utilized in preparing its statement of financial condition are reasonable and prudent

Actual results could differ from those estimates

Recent Pronouncements

Accounting Pronouncements Recently Adopted

In May 2011 the FASB issued Accounting Standards Update 2011-04 Fair Value

Measurements Amendments to Achieve Common Fair Value Measurement and Disclosure

Requirements ASU 2011-04 ASU 201 1-04 amends Topic 820 to clarify existing fair value

measurement disclosures to specifically provide quantitative information about the significant

unobservable inputs used for all level measurements and disclose any transfers between

levels and of the fair value hierarchy not just significant transfers ASU 2011-04 also

requires number of additional disclosures regarding fair value measurements Specifically

ASU 20 11-04 requires entities to disclose qualitative discussion about the sensitivity of

recurring level measurements to changes in the unobservable inputs disclosed including

1302-1029520



Invesco Distributors Inc

Notes to Statement of Financial Condition continued

Summary of Significant Accounting Policies continued

the interrelationship between inputs description of the companys valuation processes

surrounding level measurements information about when the current use of nonfinancial

asset measured at fair value differs from its highest and best use and the hierarchy

classification for items whose fair value is not recorded on the balance sheet but is disclosed in

the notes ASU 2011-04 amends Topic 820 to change the fair value measurement of financial

instruments and the application of premiums and discounts in fair value measurement

ASU 2011-04 also clarifies existing fair value measurement regarding the concepts of valuation

premise the application of the highest and best use and the fair value measurement of an

instrument classified in an entitys shareholders equity The amendments to Topic 820 made by
ASU 2011-04 are effective for interim and annual periods beginning on or after December 15
2011 The adoption of ASU 2011-04 had no effect on the Companys current fair value

measurements or the Companys disclosures

Fair Value Measurement

ASC Topic 820 Fair Value Measurements and Disclosures establishes three-level valuation

hierarchy for disclosure of fair value measurements The valuation hierarchy is based upon the

transparency of inputs to the valuation of an asset or liability as of the measurement date The

three levels are defined as follows

Level inputs to the valuation methodology are quoted prices unadjusted for identical

assets or liabilities in active markets

Level inputs to the valuation methodology include quoted prices for similarassets and

liabilities in active markets and inputs that are observable from the asset or liability

either directly or indirectly for substantially the full term of the financial instrument

Level inputs to the valuation methodology are unobservable and significant to the fair

value measurement

An asset or liabilitys categorization within the valuation hierarchy is based upon the lowest level

of input that is significant to the fair value measurement

1302-1029520



Invesco Distributors Inc

Notes to Statement of Financial Condition continued

Fair Value Measurement continued

ASC Topic 820 allows three types of valuation approaches market approach which uses

observable prices and other relevant information that is generated by market transactions

involving identical or comparable assets or liabilities an income approach which uses valuation

techniques to convert future amounts to single discounted present value amount and cost

approach which is based on the amount that currently would be required to replace the service

capacity of an asset

The only assets measured at fair value are cash equivalents invested in affiliated money market

funds which totaled $58816544 at December 31 2012 Cash investments in money market

funds are valued under the market approach through the use of quoted market prices in an active

market which is the net asset value of the underlying funds and are classified within Level of

the valuation hierarchy There were no transfers between Level and Level or between Level

and Level during the year ended December 31 2012

Income Taxes

Federal deferred and current income taxes are provided at the
statutory rate in effect during

the year 35% by the members of the consolidated group based on the amount that the

respective member would pay or have refunded if it were to file separate return The effective

tax rate was approximately 46% due primarily to the effect of nondeductible expenses and state

income taxes

The current deferred tax asset of $236064 relates to the deductibility of bonus payments for

federal tax purposes The noncurrent deferred tax asset of $7426962 primarily relates to the

deductibility of fixed assets and deferred compensation for federal tax purposes

The Company is subject to income tax examinations by various taxing authorities The Company
is no longer subject to income tax examinations by the primary tax authorities for years prior

to 2007

Net Capital Requirements

In accordance with regulations of the Securities and Exchange Commission the SEC the

Company must maintain minimum net capital as defined The Company utilizes the alternative

standard method of net capital computation pursuant to SEC Rule 15c3-l which requires the

Company to maintain minimum net capital of $250000 However the Company intends to
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Invesco Distributors Inc

Notes to Statement of Financial Condition continued

Net Capital Requirements continued

maintain regulatory net capital of at least $300000 in order to be in compliance with the early

warning rules At December 31 2012 the Company had net capital of $20049796 which

exceeded required net capital of $250000 by $19799796

Concentration of Credit Risk

The Company is engaged in brokerage activities in which counterparties primarily include

broker-dealers In the event that counterparties do not fulfill their obligations the Company may
be exposed to risk The risk of default depends on the creditworthiness of the counterparty It is

the Companys policy to review as necessary the credit standing of each counterparty

Regulatory Inquiries and Actions

The Auditor of the State of West Virginia in his capacity as securities commissioner has

initiated administrative proceedings against many mutual fund companies including the

Company seeking disgorgement and other monetary relief based on allegations similar to those

underlying the market timing lawsuits The action against the Company was initiated on

August 30 2005 The Companys time to respond to the Auditors proceeding has not yet

elapsed Although there can be no assurances based on information currently available the

Company does not believe it is probable that the ultimate outcome of any of these actions will

have material adverse effect on the Companys financial position or results of operations

The investment management industry also is subject to extensive levels of ongoing regulatory

oversight and examination In the United States and other jurisdictions in which the Company

operates governmental authorities regularly make inquiries hold investigations and administer

market conduct examinations with respect to compliance with applicable laws and regulations

Additional lawsuits or regulatory enforcement actions arising out of these inquiries may in the

future be filed against the Company and related entities and individuals in the U.S and other

jurisdictions in which the Company and its affiliates operate Any material loss of investor

and/or client confidence as result of such inquiries and/or litigation could result in significant

decline in assets under management which would have an adverse effect on the Companys
future financial results and its ability to grow its business
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Invesco Distributors Inc

Notes to Statement of Financial Condition continued

Regulatory Inquiries and Actions continued

The Company is from time to time involved in litigation relating to other claims arising in the

ordinary course of its business Management is of the opinion that the ultimate resolution of such

claims will not materially affect the Companys business financial position results of operation

or liquidity In managements opinion adequate accrual has been made as of December 31

2012 to provide for any such losses that may arise from matters for which the Company could

reasonably estimate an amount Furthermore in managements opinion it is not possible to

estimate range of reasonably probable losses with respect to other litigation contingencies

1302-1029520



Ernst Young LLP

Assurance Tax Transactions Advisory

About Ernst Young

Ernst Young is global leader in assurance

tax transaction and advisory services

Worldwide our 152000 people are united by

our shared values and an unwavering commitment to

quality We make difference by helping our people our

clients and our wider communities achieve their potential

For more information please visit www.ey.com

Ernst Young refers to the global organization

of member firms of Ernst Young Global Limited

each of which is separate legal entity

Ernst Young Global Limited UK company

limited by guarantee does not provide services

to clients This Report has been prepared by

Er nst Young LLP client serving member firm

located in the United States
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